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SPECIAL REPORT: 
Conflct of interest 
— and PSRO 
I n t he best o f a l l imaginable l e g a l 
worlds, PSROs would be composed o f s a i n t s 
who had renounced a l l t i e s t o the h o s p i t a l s 
where they worked and the medical communi-
t i e s from which they drew support. Their 
judgments would be f r e e from personal b i a s 
and unshaped by hidden pressures. 
But ours i s not the best imaginable 
l e g a l w o r l d . I t i s i n e v i t a b l e t h a t the 
actions and decisions o f PSRO members and 
employees w i l l respond, at l e a s t i n p a r t , 
t o community pressures o f various s o r t s . 
When the i n f l u e n c e i s minor, o r when i t i s 
well-known and unavoidable, the law takes 
no i n t e r e s t . But when the i n f l u e n c e i s 
l a r g e , and i s hidden — from the p u b l i c at 
lar g e or from other PSRO members who might 
be a f f e c t e d — then the law may step i n . 
A c o n f l i c t o f i n t e r e s t occurs wher-
ever a decision-maker's l o y a l t i e s are 
p u l l e d two ways. I n the context o f PSRO 
operations, t h i s s i t u a t i o n can come up on 
a number o f l e v e l s ; 
THE BOARD OF DIRECTORS 
Federal PSRO r e g u l a t i o n s do not esta-
b l i s h any s p e c i a l r u l e s f o r members o f the 
PSRO's boards o f d i r e c t o r s . I t i s probably 
safe t o assume t h a t the normal common-law 
r u l e s w i l l , t h e r e f o r e , apply. The common-
law r u l e i s t h a t a d i r e c t o r owes a "duty 
o f o r d i n a r y Ga.re" t o h i s c o r p o r a t i o n or o r -
g a n i z a t i o n . He i s expected t o vote f o r 
only the s o r t s o f expenditures t h a t he 
Special Report (Continued on pg. 2) 
WASHINGTON REPORT 
Contracts with private insurers: 
Solution to PSRO funding bind? 
WASHINGTON, D.C.—The Department o f 
Health, Education, and Welfare has come up 
w i t h a way f o r p l a n n i n g PSROs t o gain con-
d i t i o n a l s t a t u s w i t h o u t f e d e r a l funds — by 
co n t r a c t i n g w i t h p r i v a t e i n s u r e r s t o review 
p r i v a t e p a t i e n t s . 
I t was always intended t h a t PSROs 
would perform q u a l i t y assurance and u t i l i -
z a t i o n review f u n c t i o n s f o r the p r i v a t e sec-
t o r , but only a f t e r having taken on those 
tasks f o r Medicare and Medicaid p a t i e n t s . 
Reversing the process, DHEW f e e l s , 
could solve a great many problems — i n -
c l u d i n g the current f i s c a l r e s t r a i n t s on 
PSRO development. 
SIMMONS: "IT MAKES SENSE" 
Deputy A s s i s t a n t Secretary f o r Health 
Henry E. Simmons, M.D., made the suggestion 
f i r s t a t the l a s t N a t i o n a l P r o f e s s i o n a l 
Standards Review Council meeting and ex-
panded on i t l a t e r f o r PSRO Update. 
Aside from the budgetary considera-
t i o n s , he s a i d , the proposal "makes a l l 
kinds o f sense." 
At meetings w i t h DHEW, the Blue Cross 
A s s o c i a t i o n , Health Insurance A s s o c i a t i o n 
o f America, and American H o s p i t a l Associa-
t i o n have a l l gone on record i n favor o f 
using PSROs f o r t h e i r own review needs. 
" I t h i n k t h a t i s a l l t o the good," Dr. 
Simmons s a i d . "We w i l l have an e f f i c i e n t 
system, under uniformi standards — set by 
the p r o f e s s i o n — working not only f o r the 
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would permit i f i t were h i s money at stake 
r a t h e r than the co r p o r a t i o n ' s . I f a d i r e c -
t o r permits h i s o r g a n i z a t i o n t o spend mon-
ey i n a way t h a t no person o f reasonable 
prudence would countenance, and the organ-
i z a t i o n i s harmed, the d i r e c t o r i s person-
a l l y l i a b l e f o r h i s share o f the damage. 
What does t h i s mean f o r the d i r e c t o r 
o f the PSRO? I t i s h i s r e s p o n s i b i l i t y t o 
spend the government's money i n a reason-
ably prudent way. I n a s i t u a t i o n i n which 
the PSRO must purchase goods or services 
from other o r g a n i z a t i o n s , i t i s the d i r e c -
t o r ' s obvious duty t o see t h a t the items 
purchased are the cheapest a v a i l a b l e o f 
those o f acceptable q u a l i t y . I f one o f the 
su p p l i e r s i s an o r g a n i z a t i o n i n which the 
d i r e c t o r has a personal i n t e r e s t , i t i s h i s 
minimum duty t o warn h i s f e l l o w d i r e c t o r s 
e x p l i c i t l y o f t h a t i n t e r e s t ; i n some cases 
i t i s appropriate f o r him t o ab s t a i n from 
v o t i n g on the matter. I t would be h i g h l y 
improper f o r him t o lobby behind the scenes 
f o r the PSRO t o make any cont r a c t which 
would not be i n i t s best i n t e r e s t s . 
I f the f e d e r a l government discovers 
evidence o f f i n a n c i a l i m p r o p r i e t y as a r e -
s u l t o f a board member's d i v i d e d l o y a l t y , 
i t w i l l probably use a l l the a d m i n i s t r a -
t i v e and l e g a l resources at i t s d i s p o s a l 
t o recover the l o s t money and remove the 
d i r e c t o r from h i s p o s i t i o n i n the PSRO. 
act i n a way t h a t proves harmful t o the 
PSRO l e g a l l y or f i n a n c i a l l y , the board may 
not be able t o sue him — but i t can f i r e 
him, and probably w i l l . 
THE REVIEWING PHYSICIAN 
OPSR gu i d e l i n e s provide t h a t no case 
may be reviewed by a ph y s i c i a n who has a 
personal or monetary i n t e r e s t i n i t . What 
c o n s t i t u t e s " i n t e r e s t " can be hard t o de-
f i n e , however. 
C l e a r l y , no PSRO can l e t a doctor r e -
view h i s own p a t i e n t s . S i m i l a r l y , when 
two or more physicians are i n a p a r t n e r -
ship t o which they c o n t r i b u t e a percentage 
of t h e i r earnings and from which they draw 
s a l a r i e s or other compensation, those phy-
s i c i a n s should not be allowed t o review 
t h e i r p a r t n e r s ' cases. Owners o f a pr o p r i - s 
e t a r y h o s p i t a l should not o r d i n a r i l y be a l -
lowed t o review the care provided i n the i n -
s t i t u t i o n they own. 
Should the p r o h i b i t i o n s go f u r t h e r ? 
I n a very r e a l sense, every p h y s i c i a n has 
a personal and f i n a n c i a l i n t e r e s t i n as-
su r i n g t h a t the h o s p i t a l i n which he prac-
t i c e s maintains sound f i n a n c i a l s t a t u s . 
For p o l i t i c a l reasons, however, the PSRO 
law was designed t o encourage in-house r e -
view unless and u n t i l DHEW's data r e l i a b l y 
shows such review i n e f f e c t i v e . This p o s i -
t i o n r e f l e c t s t he common-law r u l e t h a t con-
f l i c t o f i n t e r e s t w i l l not be presumed, but 
must be proven. 
THE ADMINISTRATIVE DIRECTOR 
The common law looks at a corpora-
t i o n ' s a d m i n i s t r a t i v e d i r e c t o r (executive 
o f f i c e r , p r e s i d e n t , or whatever he i s 
c a l l e d ) as a servant o f the board. A l -
though he i s a servant i n a l e g a l sense, 
i t must be recognized t h a t a PSRO's admin-
i s t r a t i v e d i r e c t o r , who. has jover_all..day.-tQr-_ 
day r e s p o n s i b i l i t i e s f o r the smooth func-
t i o n i n g o f the PSRO, has a p o s i t i o n o f 
power and i n f l u e n c e . For t h i s reason, as 
w e l l as OPSR's b e l i e f t h a t the o p e r a t i o n a l 
management o f a PSRO i s a f u l l - t i m e j o b , 
f e d e r a l g u i d e l i n e s ( i n L e t t e r o f Transmit-
t a l #12) now s p e c i f y t h a t a PSRO w i l l not 
be able t o maintain c o n d i t i o n a l s t a t u s — 
or become o p e r a t i o n a l — unless the admin-
i s t r a t i v e d i r e c t o r works f u l l time f o r the 
PSRO. 
When the a d m i n i s t r a t i v e d i r e c t o r wears 
two h a t s , however, he must be as c a r e f u l 
t o p r o t e c t the PSRO's i n t e r e s t s as the d i -
r e c t o r s should be. I f an a d m i n i s t r a t o r ' s 
recommendation t o the board leads i t t o 
THE REVIEW COORDINATOR 
Just as the ph y s i c i a n reviewer has an 
i n t e r e s t i n m a i n t a i n i n g h i s h o s p i t a l ' s s o l -
vency, so does the review coordinator who 
i s employed by a f u l l y delegated h o s p i t a l . 
Nevertheless, PSRO gui d e l i n e s take, the 
same p o s i t i o n w i t h the coordinator as they 
_dQ_Jwlth the p h y s i c i a n reviewer.:.. .Conflict. 
o f i n t e r e s t must be proven and w i l l not be 
presumed. 
CONCLUSION 
Current PSRO gui d e l i n e s on c o n f l i c t -
o f - i n t e r e s t s i t u a t i o n s c l o s e l y r e f l e c t com-
mon-law r u l e s . I f the gui d e l i n e s d i d not 
e x i s t , and t r o u b l e developed, l e a d i n g t o 
l i t i g a t i o n , the courts would probably ham-
mer out s i m i l a r r e s u l t s . Most imp o r t a n t , 
i n e i t h e r case, i s t h a t PSRO members and em-
ployees act i n the PSRO's best i n t e r e s t s at 
a l l t i m e s , and i f such a c t i o n i s not pos-
s i b l e , they should remove themselves from 
the decision-making process u n t i l the con-
f l i c t i s removed. 
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Progress Notes %%li°e 
fix)ra the Northeast TXt 
New York 
Most PSROs i n t h e New York area are i n 
a "mark-time" s t a t e , a w a i t i n g the word from 
Washington on t h e i r c o n d i t i o n a l a p p l i c a -
t i o n s . Nevertheless, work i s c o n t i n u i n g on 
numerous aspects o f PSRO o r g a n i z a t i o n . 
I n the NEW YORK COUNTY HEALTH SERVICES 
ORGANIZATION, work i s proceeding on a com-
p u t e r i z e d l i s t i n g of p h y s i c i a n members, 
w i t h a l i s t i n g o f h o s p i t a l a f f i l i a t i o n , ac-
cording t o Eleanore Rothenberg, deputy 
executive d i r e c t o r . Names o f the p h y s i -
cians w i l l be d i s t r i b u t e d t o i n d i v i d u a l 
h o s p i t a l s . The work i s under the super-
v i s i o n o f Dr. Richard Nolan, chairman o f 
the membership committee, who has worked 
c l o s e l y w i t h the Committee of I n t e r n s and 
Residents, an o r g a n i z a t i o n working i n the 
New York C i t y area. 
I n the ADIRONDACK PROFESSIONAL STAN-
DARDS REVIEW ORGANIZATION (.Glens F a l l s ) , 
c r i t e r i a committees are being organized, 
w h i l e the PSRO awaits word from Washington 
on i t s a p p l i c a t i o n , according t o Conrad 
Kazsmarek, executive d i r e c t o r . He re p o r t s 
t h a t some o f the l 6 h o s p i t a l s i n the area 
have sent him copies o f u t i l i z a t i o n review 
plans they have submitted t o the s t a t e 
o f f i c i a l s . 
Meanwhile, the BRONX MEDICAL SERVICES 
FOUNDATION, INC., has sent l e t t e r s t o 20 
h o s p i t a l s regarding d e l e g a t i o n , according 
t o Harry Feder, a d m i n i s t r a t o r . "We expect 
t o delegate t o most o f the h o s p i t a l s , " he 
sa i d . "The e a r l y responses—from s i x thus 
f a r — i n d i c a t e they a l l want t o have dele-
gated s t a t u s . " 
The NEW YORK PSRO STATE-WIDE SUPPORT 
CENTER, d i r e c t e d by Morton Chalef, has 
been a c t i v e l y r e c r u i t i n g members f o r PSROs 
i n AREA 8 (POUGHKEEPSIE), which has some 
1,200 physicians. Thus f a r , more than 250 
physicians have signed membership cards. 
The Center i s doing the same t h i n g f o r 
SUFFOLK COUNTY, and has received kOO signed 
cards. 
Through c l e r i c a l e r r o r s i n Washington, 
the QUEENS COUNTY PSRO has not been funded. 
Meanwhile, according t o Dr. Lester J. 
Candela, executive d i r e c t o r o f the Queens 
County Medical Society, more than hO per 
cent o f the physicians i n Queens have 
signed up. Dr. Candela r e p o r t s t h a t the 
h o s p i t a l committee has met w i t h representa-
t i v e s o f the h o s p i t a l s , and t h a t work i s 
c o n t i n u i n g , despite the l a c k of funds. 
Physicians on the h o s p i t a l review com-
mi t t e e o f the KINGS COUNTY HEALTH CARE 
REVIEW ORGANIZATION hope t o begin v i s i t i n g 
the h o s p i t a l s and watching the UR process, 
Sheryl Buchholtz, associate d i r e c t o r , noted. 
She sa i d t h a t the C r i t e r i a Committee i s 
working on a guide f o r Brooklyn h o s p i t a l s , 
and i s developing a suggested workshop 
f o r c r i t e r i a study f o r nurse-coordinators. 
Meanwhile, a committee o f nurse-coordina-
t o r s from the h o s p i t a l s i s meeting monthly. 
From Syracuse, the PSRO OF CENTRAL 
NEW YORK, INC., r e p o r t s t h a t the 11-county 
area has been d i v i d e d i n t o f o u r d i s t r i c t s , 
and, should Washington approve, there w i l l 
be nurse-coordinators i n each d i s t r i c t . 
Meanwhile, according t o Mary Ann McClanahan, 
a s s i s t a n t t o Stephen K. Leech, p r o j e c t d i -
r e c t o r , committees are s t a r t i n g t o contact 
the 28 h o s p i t a l s i n the area. 
From AREA 9 PSRO OF N.Y. STATE, INC., 
Michael M a f f u c c i , executive d i r e c t o r , r e -
po r t s t h a t the PSRO has been meeting w i t h 
h o s p i t a l a d m i n i s t r a t o r s and c h i e f s o f s t a f f 
o f the nine h o s p i t a l s i n the area. He said 
the PSRO hopes t o develop a model plan t h a t 
can be used by the h o s p i t a l s i n t h e i r u t i l i -
z a t i o n review development, so t h a t the hos-
p i t a l s can be ready by the J u l y 1 deadline. 
"Meanwhile, I understand t h a t Washing-
t o n wants a few c l a r i f i c a t i o n s on p o i n t s 
we made i n our f i n a l proposal," he said. 
I n the area covered by the NASSAU 
PHYSICIANS REVIEW ORGANIZATION, a l l 16 hos-
p i t a l s are working on t h e i r UR plans, ac-
cording t o Eugene O' R e i l l y , p r o j e c t 
d i r e c t o r . 
"We have received l e t t e r s from each 
of the 16 acute s h o r t - s t a y h o s p i t a l s r e -
questing UR d e l e g a t i o n , and are consider-
i n g the l e t t e r s , " O'Reilly s a i d . "We have 
t o evaluate each h o s p i t a l ' s request and 
see i f i t meets the f e d e r a l g u i d e l i n e s . 
Then, the only question w i l l be g e t t i n g 
the h o s p i t a l s ' mechanisms f o r r e p o r t i n g the 
data." 
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N.Y. PSROs, state agency 
quarrel over roles in review 
F r i c t i o n has developed i n New York 
s t a t e between PSROs and State Health Depart-
ment o f f i c i a l s over h o s p i t a l i z a t i o n review 
committees, a survey by PSRO Update reveals. 
On the one hand, PSROs contend t h a t 
t h e i r area o f a u t h o r i t y i s being invaded by 
s t a t e o f f i c i a l s . On the o t h e r , s t a t e 
o f f i c i a l s r e p l y t h a t they are r e q u i r e d by 
law t o cover the h o s p i t a l i z a t i o n review 
f i e l d . The developing f r a y has confused 
many h o s p i t a l s caught between the two sides 
and l e f t them wondering who w i l l run the 
review program. 
'VERY TOUCHY PROBLEM' 
One PSRO o f f i c i a l phrased the s i t u a -
t i o n i n these words: " I t ' s a very touchy 
problem. We don't want t o do anything t o 
upset the s t a t e people and create a l l kinds 
of t e n s i o n . We are a l l i n the same boat, 
t i y i n g t o see i f medical care can be im-
proved. " 
Dr. Roger C. Herdman, deputy commis-
sioner f o r research and medical care. New 
York State Health Department, denies t h a t 
the s t a t e group seeks t o i n f r i n g e upon the 
"p r e r o g a t i v e s " o f the PSROs. 
"The problem, by and l a r g e , i s t h a t 
the Health Department has not been r e l i e v e d 
of any o f i t s r e s p o n s i b i l i t i e s under 
Medicaid," Dr. Herdman t o l d PSRO Update. 
"We have not been t o l d by Governor Carey, 
the New York State L e g i s l a t u r e or DHEW t o 
discontinue u t i l i z a t i o n review." 
Dr. Herdman i n s i s t s t h a t a l l s t a t u t e s 
are s t i l l i n e f f e c t . "At present, t h e r e 
i s no PSRO beyond the planning stage," he 
poi n t e d out. "So we are not i n a p o s i t i o n 
t o d i s c o n t i n u e any o f our a c t i v i t i e s , " 
Dr. Herdman maintains -%e a t i l l have 
the r e s p o n s i b i l i t y f o r UR, and we're forced 
t o act i n t h a t c a p a c i t y . " He added t h a t 
t h e r e "won't be more than t h r e e or f o u r 
PSROs t h a t w i l l get c o n d i t i o n a l s t a t u s " i n 
the immediate f u t u r e , and thus the s t a t e 
must continue t o cover t h i s area. 
JULY 1 DEADLINE 
"Right now, t h e PSROs are not sure o f 
the r e a l d e f i n i t i o n o f t h e i r r o l e s , " Dr. 
Herdman s a i d . "Our r o l e i s p r e t t y w e l l 
d e f i n e d . We have t o p e r f o m bur f u n c t i o n . 
The h o s p i t a l s by J u l y 1 must implement the 
u t i l i z a t i o n review r e g u l a t i o n s o f DHEW. 
We can't be i n a p o s i t i o n t o be wishy-washy 
about t h i s — w e ' r e j u s t going t o go ahead." 
The s t a t e has developed what i s c a l l e d 
the "NYSHUR" program, a UR program based on 
fe d e r a l r e g u l a t i o n s , according t o Dr. 
Herdman. "We have a computerized data 
system which c o l l e c t s data on Medicaid 
discharges from every h o s p i t a l i n the 
s t a t e , " he s a i d . "The l a t e s t p r i n t o u t 
b r i n g s i t t o 200,000 cases, and gives us 
an average f o r the l e n g t h o f stay." 
PSRO o f f i c i a l s r e p l y t h a t Section 
2i;9-F o f Public Law 92-603, which estab-
l i s h e d PSRO, says t h a t PSRO s h a l l do th e 
UR program. As f o r the "NYSHUR" program, 
they say i t " i s n ' t a system t h a t does 
anything f o r the q u a l i t y of care; i t i n -
volves the q u a n t i t y o f c a r e — t h e average 
number o f days o f sta y . " 
One PSRO d i r e c t o r , Eugene O'Reilly, 
p r o j e c t d i r e c t o r o f the Nassau Physicians 
Review Or g a n i z a t i o n , says Health Department 
o f f i c i a l s are "making s p e c i f i c demands 
about the s e t t i n g up o f UR committees, 
and many o f the demands go beyond the DHEW 
g u i d e l i n e s . " 
PSROs EXCLUDED 
He charges t h a t the s t a t e " i s communi-
c a t i n g w i t h the h o s p i t a l s , and excluding 
the PSRO from t h e i r communication." He 
says, "We t h i n k we have a good chance t o ^ 
implement the DHEW g u i d e l i n e s , and we 
don't t h i n k the s t a t e should be so r i g i d . " 
Harry Feder, a d m i n i s t r a t o r o f the 
Bronx Medical Services Foundation, agrees 
w i t h O'Reilly. "The s t a t e has been asking 
h o s p i t a l s t o set up UR committees, using 
NYSHUR standards, which we f e e l are not 
c o r r e c t , since they represent only 28 per 
cent o f Medicaid admissions i n the s t a t e , " 
he s a i d . "Their l e n g t h o f stay v a r i e s 
from what we've seen. Many o f the l e n g t h -
o f - s t a y standards vary from the Professional 
A c t i v i t y Study." 
Feder-^lso s a i d the s t a t e i s w i t h h o l d - - ' — 
in g c e r t a i n data on the grounds o f con-
f i d e n t i a l i t y u n t i l PSROs become c o n d i t i o n a l . 
"By w i t h h o l d i n g t h i s , t he s t a t e i s h o l d i n g 
us back," he added. 
Eleanore Rothenberg, deputy executive 
d i r e c t o r o f the New York County Health 
Services Organization, b e l i e v e s the l e g i s -
l a t i o n i t s e l f leads t o some confusion. 
"The PSRO law c o l l i d e s w i t h the Medicaid 
u t i l i z a t i o n review c o n t r o l , " she sa i d . 
While she noted t h a t "we have gone on 
record t h a t we cannot support the NYSHUR 
program," she said t h a t her PSRO's r e l a -
t i o n s h i p w i t h t he s t a t e o f f i c i a l s has been 
" f r i e n d l y . " 
A 
New England 
Issues c u r r e n t l y important t o Nev 
England PSROs r e f l e c t those o f concern 
n a t i o n w i d e — b u d g e t s , data systems, UR regu-
l a t i o n s , and c e n t r a l c o n t r o l o f PSROs. 
With a t o t a l request o f between f o u r and 
f i v e m i l l i o n d o l l a r s (compare t h i s t o the 
n a t i o n a l PSRO budget o f $37 m i l l i o n ) , nine 
planning PSROs w a i t o p t i m i s t i c a l l y f o r 
Washington t o begin on May 1 the p u b l i c 
n o t i f i c a t i o n process i n which d i s s e n t i n g 
physicians are given the o p p o r t u n i t y t o 
object t o a PSRO's being designated condi-
t i o n a l ... Lack o f guidance on data systems 
(along w i t h the issue o f reimbursement t o 
h o s p i t a l s ) poses the most serious problem 
t o PSROs at t h i s j u n c t u r e . And the r e l i e f 
forthcoming i n mid-May v i a a BQA'-''- p o l i c y 
statement w i l l o f f e r the i n t e r i m s o l u t i o n 
o f sending t h e c o n d i t i o n a l s on t h e i r own 
way u n t i l J u l y , 1976, when data system 
models are expected t o be f u l l y t e s t e d and 
ready f o r use by PSROs...The question o f 
making UR r e g u l a t i o n s compatible w i t h PSRO 
gui d e l i n e s has been approached d i f f e r e n t l y 
throughout Region I ; i t appears close t o 
r e s o l u t i o n i n some areas, but the cause o f 
major d i f f e r e n c e s i n ot h e r s . Connecticut 
and Massachusetts, f o r example, seem t o 
o f f e r great contrast...As t o a c t i v i t i e s o f 
the PSROs t h i s past month, most o f the 
planning o r g a n i z a tions have been working on 
memoranda o f understanding w i t h f i s c a l 
i n t e r m e d i a r i e s and the s t a t e agencies, and 
w i t h the i n d i v i d u a l h o s p i t a l s t h a t w i l l be 
seeking d e l e g a t i o n f o r review. The PSROs 
can, and do, rece i v e t e c h n i c a l help f o r 
t h i s type o f a c t i v i t y from the r e g i o n a l 
o f f i c e i n Boston, but when i t comes t o 
questions o f p o l i c y , o f guidance i n i l l -
d e f i n e d areas, the PSROs have t o look t o 
OPSR i n Washington, from which c e n t r a l con-
t r o l o f PSROs i s maintained. 
* * ^ * 
Massachusetts PSROs, i n p a r t i c u l a r , 
seem t o be i n v o l v e d i n a s t r u g g l e over 
c o n t r o l o f u t i l i z a t i o n review i n h o s p i t a l s , 
a k n o t t y problem t h a t draws the Massachu-
s e t t s H o s p i t a l A s s o c i a t i o n i n t o open oppo-
s i t i o n t o Blue Cross. (The problem i s 
c l o s e l y l i n k e d t o the issue o f foundations 
f o r medical care i n the s t a t e , a t o p i c 
d e a l t w i t h i n another a r t i c l e i n t h i s issue 
of PSRO Update.) 
E s s e n t i a l l y , the MHA wants t o see r e -
view done w i t h i n the h o s p i t a l s , and on a l l 
p a t i e n t s , w h i l e Blue Cross would l i k e a 
c o n t r a c t u a l review system f o r i t s own 
b e n e f i c i a r i e s . 
Closely a l l i e d t o the question o f 
u t i l i z a t i o n review i s refinement and con-
t r o l o f a data system. Two c o n d i t i o n a l s , 
BAY STATE i n Boston, and CHARLES RIVER i n 
Newton, w i l l begin the o p e r a t i n g phase i n 
which they w i l l be t e s t i n g data systems. 
Bay State expects t o be ready t o go t o b i d 
sometime i n August, and here again, MHA 
and Blue Cross, among o t h e r s , would be 
vyi n g f o r the c o n t r a c t . 
The other t h r e e PSROs i n Massachusetts 
are i n the planning phase, w i t h two ex-
pe c t i n g t o rec e i v e c o n d i t i o n a l d e s i g n a t i o n 
by J u l y 1 , SOUTHEASTERN MASSACHUSETTS PSRO 
i n Middleboro, and WESTERN MASSACHUSETTS 
PSRO i n S p r i n g f i e l d ; CENTRAL MASSACHUSETTS 
HEALTH CARE FOUNDATION i n Worcester expects 
t o have i t s proposal f o r c o n d i t i o n a l i n 
by May 26. 
The p i c t u r e i n Connecticut shows a l l 
four planning PSROs hoping t o receive 
c o n d i t i o n a l designation J u l y 1 , w i t h the 
n o t i f i c a t i o n procedure t o begin May 1 . . . 
I n c o n t r a s t t o Massachusetts, endorsement 
of PSRO-type review o f a l l p a t i e n t s i n a l l 
h o s p i t a l s has, f o r some months, been the 
p h i l o s o p h i c a l stance o f the Connecticut 
H o s p i t a l A s s o c i a t i o n and the Connecticut 
Medical I n s t i t u t e , as w e l l as the PSROs, 
but i t has yet t o be c r y s t a l l i z e d i n t o 
p o l i c y g u i d e l i n e s f o r h o s p i t a l s from the 
CHA...Continuing t o help mesh the new UR 
r e g u l a t i o n s f o r h o s p i t a l s w i t h PSRO guide-
l i n e s has kept the i n d i v i d u a l PSROs busy, 
w h i l e t h e statewide support center (CMl) 
has been working on a model o f a memo-
randum o f understanding f o r the PSROs, 
the f i s c a l i n t e r m e d i a r i e s and the s t a t e 
agencies. To t h i s end, a statewide 
meeting hosted by CMI brought together the 
re l e v a n t p a r t i e s i n a working session i n 
mid-Apri1 ...Through the i n i t i a t i v e o f two 
nurse-review coordinators a year ago, 
Connecticut now has a s t a t e a s s o c i a t i o n 
of review coordinators w i t h r e p r e s e n t a t i v e s 
from every h o s p i t a l i n the s t a t e . For the 
time being, says % r a P s i s t e r e r , o f EASTERN 
CONNECTICUT PSRO, INC., they w i l l operate 
under the umbrella o f the CHA. 
The s t a t u s o f no r t h e r n New England 
PSROs t y p i f i e s t h a t o f most planning PSROs 
t h a t submitted proposals f o r c o n d i t i o n a l 
March 1 and expect t o be designated by 
J u l y 1 . To expedite the process, r e p o r t s 
Ronald Thurstan, executive d i r e c t o r o f 
PINE TREE PSRO i n Maine, Washington a r -
ranged a two-hour telephone c a l l i n which 
the a p p l i c a t i o n was gone over i n d e t a i l ; 
from the recommendations made o r a l l y , t he 
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PSROs were expected t o submit m o d i f i c a t i o n s 
i n time t o allow the beginning o f the n o t i -
f i c a t i o n process May 1 . He also notes t h a t 
h i s PSRO w i l l conduct a series o f fo u r two-
and-a-half day workshops f o r physicians 
beginning t h i s month at various l o c a t i o n s 
i n the s t a t e , t o f a m i l i a r i z e physicians 
w i t h the concepts and philosophy of PSRO 
and concurrent review, and t o s a t i s f a c t o r -
i l y d e f i n e norms, standards and c r i t e r i a . . . 
On a s l i g h t l y d i f f e r e n t t i m e t a b l e i s 
the VERMONT PSRO, which, a f t e r a mid-Janu-
ary submission f o l l o w e d by an o f f i c i a l s i t e 
v i s i t out o f Washington, r e v i s e d and resub-
m i t t e d the a p p l i c a t i o n f o r c o n d i t i o n a l i n 
mid-March, according t o James A. Gray, M.D., 
chairman of the board. A l l h o s p i t a l s i n 
the s t a t e are being reviewed, he s a i d , t o 
see how they are progressing w i t h in-house 
review; some are ready f o r d e l e g a t i o n o f 
review f u n c t i o n s , he notes. 
New England PSROs 
and their ties to FMCs 
Prompted by the p u b l i c i t y given a pre-
sumed r i f t i n Bay State PSRO and Bay State 
Foundation i n Boston ( A p r i l PSRO Update), 
and by queries concerning l e g a l i t i e s of 
these corporate s t r u c t u r e s , PSRO Update 
surveyed DHEW Region I (New England) t o get 
a p i c t u r e of r e l a t i o n s h i p s between founda-
t i o n s f o r medical care and PSROs. 
I n Massachusetts a l l f i v e PSROs have 
foundation t i e s , w h i l e i n Connecticut the 
PSROs are s p l i t i n t o two w i t h t i e s and two 
w i t h o u t . Rhode I s l a n d PSRO s t a r t e d w i t h no 
foundation impetus; the same i s t r u e o f 
Maine. But Vermont had a foundation encom-
passing a broad a r r a y o f a l l i e d h e a l t h p r o -
f e s s i o n a l s , a s i t u a t i o n which precluded 
e i t h e r i t s c o n v e r t i n g i n t o a PSRO or i t s 
c o n t r a c t i n g t o conduct review f u n c t i o n s . 
(PSROs are l i m i t e d t o medical and osteo-
p a t h i c p h y s i c i a n s . ) New Hampshire, on the 
other hand, has a foundation t h a t has been 
contracted t o conduct PSRO review. Two of 
the Massachusetts PSROs f o l l o w t h i s p a t t e r n 
i n t h a t they remain foundations whose cor-
porate s t r u c t u r e s are set up t o do PSRO r e -
view: Charles River and Central Massachu-
s e t t s Health Care Foundation i n Worcester. 
Foundations and medical s o c i e t i e s are 
th e l o g i c a l sources from which the PSROs 
had been expected t o develop; both comprise 
p h y s i c i a n groups concerned w i t h p r o f e s s i o n a l 
standards. When PSROs began forming, they 
u s u a l l y became separate from t h e i r pro-
g e n i t o r s by e s t a b l i s h i n g independent boards. 
I n s e veral cases, membership and lea d e r s h i p 
on these boards overlapped, f r e q u e n t l y 
f a c i l i t a t i n g the work o f peer review t h a t 
the two u s u a l l y have i n common. 
The type o f foundation found i n the 
Northeast i n most instances i s organized 
not t o provide d i r e c t medical services t o 
a subscriber group as do many Western 
foundations. 
I n s t e a d , the Northeast model i s s o l e l y 
a claims-review foundation t h a t provides a 
service t o f i s c a l i n t e r m e d i a r i e s through 
i t s medical e x p e r t i s e i n examining claims 
t h a t f a l l o utside the norms. 
I n most cases i n New England, respon-
dents spoke o f t h e commonness of purpose 
between PSRO and foundation where the two 
e x i s t t o g e t h e r . I f a s i n g l e executive 
d i r e c t o r wears both a PSRO and a foundation 
h a t , he or she i s r e q u i r e d by the f e d e r a l 
government t o be f u l l - t i m e a d m i n i s t r a t o r 
of the PSRO w i t h i n s i x months o f o b t a i n i n g 
c o n d i t i o n a l s t a t u s . 
ANALYSIS: Confidential data: 
who owns it, sees it? 
BQA's recent T r a n s m i t t a l #l6 presents 
S p e c i f i c a t i o n s f o r Regulations i n the area 
o f c o n f i d e n t i a l i t y . Medical data and i n -
formation i d e n t i f i a b l e t o an i n d i v i d u a l 
p a t i e n t , p r a c t i t i o n e r , i n s t i t u t i o n ; d e l i b -
e r a t i o n s o f PSRO reviewers ; and i n f o r m a t i o n 
f o r MCE* studies are a l l c l a s s i f i e d as 
p r i v i l e g e d i n f o r m a t i o n . Generally, p r i v -
i l e g e d i n f o r m a t i o n may be viewed only by 
the i d e n t i f i a b l e p a r t y and cannot be r e -
moved from the PSRO. I t i s not subject t o 
subpoena i n a c i v i l a c t i o n . 
Special procedures are o u t l i n e d by 
DHEW f o r p a t i e n t access, whereby the a t -
tending p h y s i c i a n i s n o t i f i e d t e n days 
p r i o r t o d i s c l o s u r e t h a t he may be present 
f o r c l a r i f i c a t i o n at the time the p a t i e n t 
examines the f i l e . The PSRO should c o l l e c t 
only t h a t data necessary f o r review pur-
poses, and i t must make c e r t a i n t h a t the 
i n f o r m a t i o n i t posseses i s accurate. Once 
PSRO ( p r i v i l e g e d ) i n f o r m a t i o n has served 
i t s purpose, i t must be purged from the 
records. 
The question o f who owns PSRO data 
presents a d e l i c a t e l e g a l problem. I t has 
been argued t h a t u l t i m a t e ownership resides 
i n the f e d e r a l government, but the s p i r i t 
o f the d r a f t r e g u l a t i o n s and the cur r e n t 
development of the program seem t o i n d i c a t e 
t h a t such records belong t o a PSRO o r g a n i -
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Consumer petition demands 
public access to PSRO data 
A March- p e t i t i o n sent hy the Massachu-
s e t t s Consumer Goimcil (M C C) t o DHEW r e -
questing d i s c l o s u r e o f PSRO data t o the 
p u b l i c b r i n g s up another t h o r n y issue i n 
the development o f peer review—whether 
the p u b l i c should have access t o h e a l t h -
care data. 
Because PSROs were formed t o monitor 
care p a i d f o r by f e d e r a l l y funded h e a l t h 
programs, DHEW p r e s e n t l y intends t o l i m i t 
access t o agencies doing t h i s m o n i t o r i n g . 
The MCC regards the p u b l i c as consumers o f 
medical care, who, t h e r e f o r e , should be 
able t o compare the q u a l i t y and cost o f the 
services they purchase. MCC would have 
data t r a n s l a t e d by an int e r m e d i a r y agency 
i n t o a -form usable by the p u b l i c , keeping 
only p a t i e n t s ' i d e n t i t i e s s e cret. 
MISINTERPRETATION FEARED 
-Many physicians f e a r t h a t l a y people 
w i l l m i s i n t e r p r e t and misuse dis c l o s e d 
data. They f e a r data so s i m p l i f i e d t h a t 
consumers w i l l use improper c r i t e r i a t o 
determine q u a l i t y . Length-of-stay s t a t i s -
t i c s , f o r example, w i l l not i n themselves 
reveail l e g i t i m a t e reasons f o r longer-tha n -
average h o s p i t a l i z a t i o n . The data might 
also omit f a c t o r s such as age, general 
h e a l t h and m u l t i p l e problems. 
Consumer advocates maintain t h a t , t h e 
p u b l i c should have f u l l access t o informa-
t i o n about services they buy. They charge 
physicians w i t h imposing s e l f - p r o t e c t i v e 
measures on the p u b l i c ' s r i g h t t o know. 
"The charge t h a t people w i l l misunder-
stand or misuse t h i s data i s t r i t e , " says 
Paul G i t l i n , executive s e c r e t a r y o f the 
MCC. "Physicians are more apt t o under-* 
stand medical procedure, but l a y people can 
understand the r e l a t i o n between cost and 
se r v i c e . I t ' s time t h a t doctors l o s t some 
o f t h e i r c o n t r o l over the p r i c e o f medical 
care." 
A CHECK ON PSROs 
Besides, he says, even i f the p u b l i c 
does not take advantage o f the data, i t s 
a v a i l a b i l i t y serves as a v i a b l e check on 
the f i m c t i o n i n g o f PSROs. 
Some PSRO a d m i n i s t r a t i v e personnel 
regard the d i s c l o s u r e question as moot 
becaiose physicians and h o s p i t a l s can e a s i l y 
w i t h h o l d damaging i n f o r m a t i o n . Physicians 
d e l i v e r i n g l e g i t i m a t e treatment r e q u i r i n g 
long h o s p i t a l s t a y s , extensive medication, 
or l a r g e numbers o f t e s t s can simply neg-
l e c t t o r e p o r t the overage i n the i n t e r e s t 
o f p r o t e c t i n g themselves against computers 
unable t o l o g data on extenuating circum-
stances . 
"Public d i s c l o s u r e won't be worth much 
because physicians won't cooperate, and i n 
many cases the data w i l l not be accurate," 
says Jean Rabinow, an at t o r n e y f o r Boston's 
U n i v e r s i t y H o s p i t a l . "Also, the data i s 
usefiiL t o consumers only when i t shows ex-
treme d e v i a t i o n s from the normal. About 
85 per cent o f physicians always pass PSRO 
screening. Of the remaining 15 per cent, 
most u s u a l l y exceed the norms f o r good 
reason. Only one t o two per cent are 
quacks or o v e r b i l l e r s , " she s a i d . "PSROs 
can e x t r a c t these few from the r e s t o f the 
15 per cent only by peer review, not com-
puter checks. So a ph y s i c i a n could be 
m a t e r i a l l y harmed by d i s c l o s u r e o f h i s PSRO 
rec o r d , but t h i s doesn't mean some o f them 
don't deserve t o have the p u b l i c know about 
them." 
WHO'S TO HAVE ACCESS? 
Regulations c u r r e n t l y under considera-
t i o n by DHEW would allow the f o l l o w i n g 
personnel access t o a rec o r d : s t a f f at the 
h o s p i t a l o f treat m e n t , the insurance com-
pany, the s t a t e Medicaid funding agency. 
Medicare c a r r i e r s , data processing s u p p l i -
e r s , computer operators l o g g i n g the i n -
f o r m a t i o n , the PSRO i n v o l v e d , and any 
in v o l v e d PSRO appeals board. Persons 
concerned about s e c u r i t y leaks o f t e n do 
not r e a l i z e t h a t the f i r s t s i x o f these 
e n t i t i e s already have access t o personal 
records. 
Data which does not i d e n t i f y the sub-
j e c t could be made p u b l i c f o r the purpose 
o f r eviewing aspects o f medical care i n a 
general way. This aggregated data could 
r e v e a l , f o r example, i n f o r m a t i o n about 
h o s p i t a l s i n a geographical r e g i o n , or 
methods o f treatment used i n s p e c i a l t y 
p r a c t i c e s . The data would be o f l i t t l e 
use t o consumers because i t would not i d e n -
t i f y p a r t i c u l a r physicians or h o s p i t a l s . 
Though consumers would be unable t o 
use nonaggregated data t o choose physicians 
and h o s p i t a l s i f d i s c l o s u r e i s not granted, 
the i n f o r m a t i o n would b e n e f i t them i n d i -
r e c t l y . I t would be used on the f e d e r a l 
l e v e l t o weed out u n s a t i s f a c t o r y physicians 
and h o s p i t a l s . The only time i d e n t i f y i n g 
i n f o r m a t i o n would be p u b l i c would be i n 
cases o f denied c e r t i f i c a t i o n f o r Medicare, 
Medicaid, or Maternal and Ch i l d Care 
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government but also f o r the p r i v a t e s e c t o r , 
and i n both instances accountable t o the 
p u b l i c , which u l t i m a t e l y pays the b i l l . " 
" I t i s a very e x c i t i n g k i n d o f a 
t h i n g , " he s a i d , "and I t h i n k i t i s going 
t o be one o f the important t h i n g s we see 
i n the next couple o f years." 
-DESIGNATION STEPS 
The DHEW proposal would work t h i s way: 
i n the absence o f f e d e r a l f u n d i n g , a p l a n -
n i n g PSRO, i n a d d i t i o n t o n e g o t i a t i o n s 
w i t h such or g a n i z a t i o n s as s t a t e and l o c a l 
h e a l t h agencies and h o s p i t a l s , might also 
n e g o t i a t e w i t h area h e a l t h i n s u r e r s t o f i l l 
t h e i r review needs. 
The p l a n n i n g group could s t i l l become 
the designated PSRO f o r i t s area and gain 
c o n d i t i o n a l s t a t u s w i t h o u t r e v i e w i n g f e d -
e r a l l y - f u n d e d p a t i e n t s . Review o f Medi-
care and Medicaid p a t i e n t s would be added 
as f e d e r a l fionds became a v a i l a b l e . 
Dr. Simmons stressed t h a t n e g o t i a t i o n s 
would have t o be conducted at the area l e v -
e l , although "we are using our good o f f i c e s 
here t o work out some o f the d e t a i l s w i t h 
the n a t i o n a l o r g a n i z a t i o n s . " 
Another major c o n s i d e r a t i o n . Dr. Sim-
mons s a i d , i s t h a t " i t looks from a l l t h a t 
i s going on t h a t we are going t o have a 
system o f n a t i o n a l h e a l t h insurance i n 
which a q u a l i t y assurance u n i t w i l l be 
review i n g a l l care." 
Since the mechanism i s already a v a i l -
a b l e , "we don't have t o w a i t f o r n a t i o n a l 
h e a l t h insurance," he s a i d . "We may as 
w e l l get s t a r t e d on i t now, so t h a t the 
p u b l i c can reap the b e n e f i t s o f q u a l i t y 
assurance under appropriate standards and 
w i t h the k i n d o f e f f i c i e n c y t h a t makes the 
best use o f t h e i r d o l l a r s . " 
SOME DOING IT ALREADY 
"We know i t can work," Dr. Simmons 
s a i d , "because t h r e e or four o f the ih 
c o n d i t i o n a l PSROs now operating,review p r i -
vate p a t i e n t s i n a d d i t i o n t o t h e i r f e d e r a l 
review r e s p o n s i b i l i t i e s . 
" i t i s a n a t u r a l marriage o f a l o t o f 
people's needs." 
There was no immediate o f f i c i a l reac-
t i o n from the Council t o Dr. Simmons' pro-
p o s a l , but comment from C a p i t o l H i l l was 
ge n e r a l l y f a v o r a b l e . 
Jay Constantine, p r o f e s s i o n a l s t a f f 
member o f the Senate Finance Committee, 
said t h e r e was no l e g a l bar t o the DHEW pro-
posal. I n f a c t , he s a i d , the Finance Com-
mit t e e r e p o r t s p e c i f i c a l l y encouraged the 
idea o f PSROs t a k i n g on the review f u n c t i o n 
f o r p r i v a t e i n s u r e r s . 
"The lower umit costs w i l l c e r t a i n l y 
h e l p t o s t r e t c h the f e d e r a l d o l l a r , " he 
sa i d . 
The only r e s e r v a t i o n , Constantine s a i d , 
was t h a t the proposal might lead some p l a n -
ning PSROs, " i n the begi n n i n g , at l e a s t , " 
t o h u r r y t h i n g s along i n the i n t e r e s t o f 
g e t t i n g funding. 
Congress, he s a i d , had intended t h a t 
PSROs should perform the f e d e r a l f u n c t i o n 
f i r s t and then move i n t o the p r i v a t e sec-
t o r . 
PRSO Data 
(Continued from pg. 7) 
b e n e f i t s . 
A p o s s i b l e compromise between DHEW's 
present p o l i c y and MCC demands could be 
reached by making p u b l i c data on s p e c i f i c 
h o s p i t a l s , but not on s p e c i f i c p h y s i c i a n s . 
Physicians i n a badly r a t e d h o s p i t a l might 
e v e n t u a l l y volunteer d i s c l o s u r e o f t h e i r 
records t o d i s t i n g u i s h themselves from the 
physicians or a d m i n i s t r a t o r s they b e l i e v e 
responsible f o r the i n f e r i o r r a t i n g . 
Confidential Data 
(Continued from pg. 6) 
z a t i o n . C l e a r l y , the r e s p o n s i b i l i t y f o r 
ensuring the c o n f i d e n t i a l i t y o f records 
r e s t s w i t h the i n d i v i d u a l PSRO. 
Employees and o f f i c e r s o f a PSRO must 
sign a s p e c i a l statement and complete a 
t r a i n i n g program concerning t h e i r r e s p o n s i -
b i l i t y not t o di s c l o s e c o n f i d e n t i a l i n f o r -
mation; i n d i v i d u a l s who dis c l o s e c o n f i d e n t -
i a l i n f o r m a t i o n w i l l be subject t o a f i n e . ' 
Each PSRO o r g a n i z a t i o n w i l l develop a plan 
f o r m a i n t a i n i n g c o n f i d e n t i a l i t y o f records 
and assign an i n d i v i d u a l t o be responsible 
f o r c a r r y i n g out t h a t p l a n . 
PSRO p r i v i l e g e d m a t e r i a l s may be d i s -
closed i n the ap p e l l a t e and sa n c t i o n i n g 
procedures f o r government o n - s i t e monitor-
i n g and r e p o r t i n g purposes. Only PSRO i n -
formation t h a t i s t r a n s m i t t e d t o DHEW f a l l s 
under the f e d e r a l Freedom o f I n f o r m a t i o n 
Act and i s subject t o p u b l i c d i s c l o s u r e . 
This publication is designed to provide accurate and authoritative information in regard to the subject matter covered. It is sold with the un-
derstanding that the publisher is not engaged in rendering legal [or] accounting . . . service. If legal advice or other expert assistance is re-
quired, the services of a competent professional person should be sought. (Adapted from a declaration adopted by a joint committee of the 
American Bar Association and a group of publishers.) 
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